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BAUCUS
STATEMENT OF SENATOR MAX BAUCUS
GRAIN GROWERS CONVENTION
Great Falls, MT
December 4, 1987
Thank you for the invitation to address your
convention. The best part about working in
Washington is coming home to Montana.
I was asked to comment today on how recent
developments in international trade will affect
Montana grain growers.
I welcome this opportunity because inter-
national trade is essential to U.S. grain growers,
and to Montana.
More than half of the wheat that U.S. farmers
grow is sold on overseas markets.
And about 70% of Montana's U.S. wheat is
exported.
In the future, domestic demand for wheat is
unlikely to grow much. The big potential for
growth is in far flung places like Algeria and the
Sudan.
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If U.S. wheat farmers are to prosper in the
future, they must do so by dominating these emer-
ging overseas markets.
This means that U.S. wheat farmers have a
stake not only in the U.S. Farm Bill, but in the
farm bills of our international competitors and
our international customers as well.
Because of my Committee assignments in the
Congress, I do not get directly involved in the
writing of the U.S. farm bill.
But because of my position on the Senate
Finance committee I am deeply involved in the
development of international trade policy.
The Finance Committee sets U.S. trade policy.
Through U.S. trade policy we can influence farm
legislation in the EEC, Canada, Australia, and
Japan.
And by this, influencing the competition
overseas is the best way to WIN overseas.
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Last year, I promised to help produce a trade
bill that would expand U.S. wheat exports.
I'm pleased to report this effort has met
with success.
Thanks to the help from many of you in
this room, and the good work of your national
representatives in Washington, several of my
amendments concerning wheat are now part of the
Trade Bill.
First, the Trade Bill allocates an additional
$1 billion in surplus commodities to the Export
Enhancement Program, the EEP. And it expands the
scope of the program to include more of our over-
seas customers.
As you know, the EEP is the program that is
responsible for the new large wheat sales to the
Soviet Union and China. Although the trade bill
is not yet law, the Administration has already
agreed to put the additional $1 billion into the
EEP. Hopefully, they will also agree to expand
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the scope of the program as my amendment also
proposes.
Second, the Trade Bill includes my provision
mandating an international agreement to rein in
subsidies worldwide is not reached in two years, a
marketing loan program will be implemented for the
1990 wheat crop.
And third, the bill now contains a provision
to address the unfair trade practices that Canada
uses to export wheat to the U.S. This proposal
faced a contentious debate in the Senate Finance
Committee, but I was able to convince a
majority of my colleagues to support its passage
by the Finance Committee.
Congress has been working on this Trade Bill
for almost a year; hopefully we can complete work
this spring.
There are two other major trade issues that
have come on the scene since I spoke with you last
year: the U.S.-Canada Trade Agreement, and a
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proposal by the Administration to eliminate
agricultural subsidies worldwide.
The Reagan Administration has just finished
dotting the "I's" and crossing the "T's" on the
final language of the Canadian Free Trade
Agreement. President Reagan and Canadian Prime
Minister Mulroney plan to sign the agreement in a
ceremony on January 3rd. It will then be up to
Congress to give the agreement its final seal of
approval.
They call it a free trade agreement, but upon
close inspection it is unfortunately clear that
there are aspects which are anything but free for
U.S. wheat growers.
First, the agreement does little to prevent
Canada from shipping wheat into the U.S. at sub-
sidized rail rates.
On the day its negotiators announced the
basic framework of the agreement, the
Administration said in its press release that it
had convinced Canada to give up its rail rate
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subsidy programs. But when I went through the
fine print it became clear the White House had
oversold its case.
The Canadians did agree to end their rail
subsidies in the western Provinces, but they did
not agree to end their rail subsidies on shipments
through Thunder Bay --- the port where 90% of the
Canadian wheat imported into the U.S. crosses the
border.
The second major shortcoming of the agreement
is that the U.S. gave up its authority to restrict
imports of wheat from Canada, but did not convince
Canada to end its licensing system that blocks
U.S. wheat exports to Canada. There is a vague
assurance in the agreement that the Canadian wheat
licensing system will eventually be phased out,
but the final decision is left up to the Canadian
government.
I see this provision as clearly inequitable.
We give up the authority to restrict wheat imports
from Canada in the future, but Canada does not
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lift its complete ban on U.S. wheat exports to
Canada.
I have pressed the Administration hard to
renegotiate the provisions of the agreement regar-
ding wheat before the President and Prime Minister
sign anything. I have told the Administration
that, at minimum, they should retain U.S.
authority to use Section 22 until the Canadians
agree to remove their wheat import licensing
system.
If the Administration does not agree to
renegotiate the wheat section of the agreement, I
think the agreement will be a poor deal for U.S.
wheat growers.
A third major trade development on the
horizon is the new round of international
negotiations on agricultural trade.
These talks are part of a general round of
international trade negotiations known as the
General Agreement on Tariffs and Trade talks ---
the GATT talks. Most of the nations in the world
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--- including the EEC, Japan, Australia,
Argentina, Brazil, and Canada --- are members of
GATT and are participating in the talks.
This Summer in preparation for this upcoming
GATT round the Administration announced its
proposal for an international agreement to
eliminate all agricultural subsidies and import
restrictions worldwide over the next ten years.
I don't think the negotiations will result
in the complete elimination of subsidies in ten
years, but I do believe these negotiations could
profoundly change the direction of world agricul-
tural trade.
U.S. grain producers have more at stake in
these negotiations than does any other element of
U.S. agriculture.
World markets for grain could expand sig-
nificantly if all markets are opened, and grain
prices will rise if subsidies are decreased. U.S.
grain farmers would be the chief beneficiaries of
these changes.
.
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But we must make sure that these negotiations
result in all nations decreasing their subsidies.
It only works for us if subsidies are cut across
the board.
The current subsidy war in agriculture is
like the arms race. Nobody really likes the build
up, but it would be a disaster if we disarmed
unilaterally.
I've scheduled a hearing before Congress on
the Administration's proposal on December 14th. I
intend to grill Trade Representative Clayton
Yeutter and Agriculture Secretary Lyng on this
issue.
It is important that all farmers pay atten-
tion to these negotiations because they could very
well set the limits on not only the 1990 Farm
Bill, but for all farm bills that follow.
Well, that's what's cooking in Washington on
agricultural issues these days. I'd be more than
-10-
happy to take your questions on these or other
issues on your mind.
Again, thank you for inviting me here today.
I truly appreciate the opportunity to speak before
your convention.
